Handout: Public-Private Partnership (PPP) 


e What is a PPP? 

- PPPs are long-term contractual relationships between a public sector 
(contracting authority) entity and a private sector entity (firm or consortium 
of firms) according to which the latter delivers a project or service 
traditionally provided by the public sector. 

- APPP isa means or method of selecting a contractor and procuring project 
delivery—it is not, itself, a contract type! 


e Ina PPP, how is the private sector entity paid for project delivery? 
- A private sector firm delivers the project and co-operates it in partnership 
with the public sector entity (contracting authority). It is therefore paid by 
the contracting authority, by the end-user, or by a combination of both. 


e What is the responsibility of each of the two (public sector and private sector) 
parties of a PPP? 
- The output of the project is specified by the contracting authority while the 
input, design, construction process and the operation of the project is 
defined by the private sector entity. 


e Benefits of a PPP: 

- PPPs enable the government and the public sector to benefit from capital, 
expertise, equipment, and the operational competencies at the disposal of 
private sector entities in large-scale projects traditionally undertaken by 
the public sector. 

- PPPs allow the government to channel these resources toward projects of a 
developmental, social or environmental nature—generally, projects that 
are otherwise unattractive to private sector entities due to their high risks, 
large scales, and the long-term nature of their returns. 

- Due to the large and mega scale of the projects, PPPs bring together 
consortia including designers, developers, investors, constructors and other 
service providers to finance, construct, operate and maintain assets 
through long-term contracts. 

- PPPs are contractual arrangements based on partnership, not adversary. In 
the context of a PPP, contracting parties agree to allocate risks to the party 
best able to manage or mitigate these risks. 


e How are PPPs different to privatization? 


Public-Private Partnership: PPP projects is a long-term contractual 
relationship between administrative authorities of the public sector 
contracting authority and a private sector entity. The operational 
framework entails a partnership with a private sector entity expected to 
implement a projects through several roles including design, financing, 
construction, operation, management and/or maintenance. Contracting 
authorities pay for the service provided in full or in combination with end- 
user fees. According to a PPP contract, the contracting authority retains 
strategic control on the public service provided and ensures performance 
of the service. The project is transferred in its entirety to the contracting 
authority at the end of the contract duration. In theory, PPPs increase the 
level of service and quality but have no effect on the price of service 
provision for the end-user (the citizen). 

Privatization: privatization is the sale of public sector assets and the public 
service they provide to the private sector. It aims to improve economic 
efficiency through reliance on market mechanisms, financial markets, and a 
broader ownership base. 


